This paper reviews both theoretical and empirical issues regarding inflation and evaluates the contribution of Kyrtsou and Labys. Analytically it is very difficult to propose a general theory of inflation because as economies evolve over time both new causes of inflation emerge and the consequences of inflation become more complex. Kyrtsou and Labys perform several tests between the Primary Commodity Price component of the PPI and the CPI and construct a noisy chaotic multivariate model that describes the relationship between these two measures of inflation.
Introduction
Inflation is broadly defined as the process of continuously rising prices.
Since there are several ways to measure the rate of price increases therefore there are also different measures of inflation. Currently, the most commonly used monthly measure of inflation is the percentage change in the Consumer Price Index and the most common quarterly measure is the percentage change in the Gross Domestic Product Implicit Price Deflator.
Economic historians have documented various inflations both across countries and time periods. In general, however, inflation statistics prior to the 20 th century are limited with very few exceptions. Froot, Kim and Rogoff (1995) consider annual commodity price data from England and Holland over a span of seven centuries for a limited group of 8 commodities. Block, Dockery and Sapsford (2004) study commodity prices, and U.S. inflation during the twentieth century. Similarly, Anna Schwartz (1973) Evidence of the importance of inflation as an area of inquiry is found both in the sizeable volume of literature and the establishment of price stability as a major goal of national macroeconomic policies. Actually, the literature is so large that no one has recently attempted to survey the field.
Comprehensive surveys written earlier include Bronfenbrenner and Holzman (1963) and the two books by Zis (1976a, 1976b) .
In this paper we briefly review both analytical and empirical issues on inflation with special emphasis on the recent contribution of Kyrtsou and Labys (2005) . A brief summary is found at the end of the paper. 
Analytical Approaches

Empirical Results
To achieve the goal of price stability, central bankers monitor numerous indicators of inflation, including commodity prices. Furlong and Ingenito (1996) signal the future direction of the economy. Mahdavi and Zhou (1997) distinguish between commodity prices and gold prices as leading indicators of inflation. Using an error-correction model they find evidence of cointegration between commodity prices and the consumer price index and also find that the evolution of the price of gold is not as important as general commodity prices.
The Contribution of Kyrtsou and Labys
Kyrtsou and Labys (2005) In particular in the case of unanticipated inflation, our inability to formulate a clear hypothesis is even greater. Kyrtsou and Labys (2005) Granger causality is found, they check for bi-directional non-linear causality to confirm evidence for non-linear feedback. In this case they apply the multivariate noisy Mackey-Glass process to check for chaotic interdependence. Thus their testing is both thorough and revealing because they discover dynamic non-linear feedback inter-dependencies.
The impressive findings of Kyrtsou and Labys that the complex dynamics between the COMP and the CPI can be approximated by a bivariate noisy Mackey-Glass process challenges monetary theorists to formulate appropriate inflation hypotheses that focus on both causality and feedback.
Summary
This paper reviews rapidly both theoretical and empirical issues regarding inflation and evaluates the contribution of Kyrtsou and Labys. Analytically it is very difficult to propose a general theory of inflation because as economies evolve over time both new causes of inflation emerge and the consequences of inflation become more complex. Anticipated inflation is relatively easy to understand as agents observe the rapid increase in the money supply and correctly predict increases in prices. What is not certain is the impact of such price increases on real variables like employment and output. When inflation is the result of some autonomous shock, both the causes and consequences of unexpected inflation become interrelated with business fluctuations. In this case, economic theorizing takes place after the fact since one cannot always anticipate with high probability the unexpected.
With limited guidance from the analytics of inflation, econometricians have performed numerous tests to identify leading indicators of inflation. Kyrtsou and Labys perform several tests between the COMP and the CPI and construct a noisy chaotic multivariate model that describes the relationship between these two measures of inflation.
